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Marketwide Private Information (MPI) is defined as a piece of information that 
can cause simultaneous changes in multiple assets or even in multiple markets. It 
plays a vital role in asset pricing theories, but little research has been made on 
whether it truly exists or not. Intuitively, as the Chinese stock markets are quite 
sensitive to many kinds of policy information, MPI may exist in Chinese markets. The 
purpose of this paper is to testify the existence of MPI, and as a result to provide a 
theoretic foundation for many asset pricing models.
We modify a structural model suggested by Albuquerque, Francisco, and 
Marques 2008 [1]to make it suitable for an order-driven market where the economic 
environment is different from a dealer’s market. Specifically, we consider those 
factors that may affect investors’ strategies of order submission as state variables, and 
obtain a model that would extract MPI more efficiently. 
Based on equities of the Banking Industry, we extract MPI and investigate its 
ability in forecasting future returns in stock markets and bond markets. The empirical 
result shows that MPI with state variables can better predict returns in these two 
markets, and confirms that MPI do exist in Chinese market.
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